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DEPARTMENT OF STATE REVENUE 
LETTER OF FINDINGS: 03-0154 

Indiana Corporate Income Tax 
For the Year 1995 

 
NOTICE: Under IC 4-22-7-7, this document is required to be published in the Indiana 
Register and is effective on its date of publication. It shall remain in effect until the date it 
is superseded or deleted by the publication of a new document in the Indiana Register. 
The publication of the document will provide the general public with information about 
the Department’s official position concerning a specific issue. 

 
ISSUE 

 
I.  Income from Services Provided to Indiana Customers – Adjusted Gross Income 

Tax. 
 

Authority:  IC 6-8.1-5-1; 45 IAC 3.1-1-55 
 

Taxpayer protests the imposition of adjusted gross income tax with respect to its 
subscriptions received from Indiana customers. 

 
STATEMENT OF FACTS 

 
Taxpayer is an out-of-state business which provides financial market data to customers.  
Taxpayer collects its data in California, and in turn the data is provided via cable boxes and other 
means to customers throughout the country, including Indiana.   
 
The Department’s audit of taxpayer’s years from 1994 to 1995 and from 1998 to 2000 
determined that the income received from Indiana subscriptions constituted “Indiana sales [to be] 
included in the sales factor.” As a result, the audit concluded that Taxpayer owed additional 
Indiana adjusted gross income tax for 1995. Taxpayer disagreed with that conclusion and 
submitted a protest.  
 
Taxpayer was notified of the hearing via letter; however, at the designated time of the hearing, 
no representative of Taxpayer appeared or called the hearing officer.  This Letter of Findings 
results, based on the information included in the file. 
 

DISCUSSION 
 

I.  Income from Services Provided to Indiana Customers – Adjusted Gross Income Tax. 
 
Taxpayer argues that income received from Indiana customers is not subject to the state’s 
adjusted gross income tax. Taxpayer bases this argument on the ground that activities related to 
the performance of services provided to Indiana customers is conducted in California. 
Specifically, taxpayer cites to 45 IAC 3.1-1-55 which states: 
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Gross receipts from transactions other than sales of tangible personal property shall be 
included in the numerator of the sales factor if the income producing activity which gave 
rise to the receipts is performed wholly within this state. Except as provided below if the 
income producing activity is performed within and without this state such receipts are 
attributable to this state if the greater proportion of the income producing activity is 
performed here, based on costs of performance. 

 
Taxpayer concludes that the cost of performance of the market data should be apportioned to 
California under the “cost of performance rules.”  
 
Under the rule cited by taxpayer, the issue is the location of the taxpayer’s “income producing 
activity.” 45 IAC 3.1-1-55 states that the term, “income producing activity” means “the act or 
acts directly engaged in by the taxpayer for the ultimate purpose of obtaining gains or profits.” 
The rule states that a taxpayer’s “[i]ncome producing activity is deemed performed at the situs of 
real, tangible and intangible personal property or the place where personal services are 
rendered.” Id.   
 
Taxpayer’s income is derived from two sources: cable boxes located in Indiana, which are not at 
issue, and subscriptions to its market data.  Taxpayer argues that its data collection, customer 
service, and engineering functions are performed entirely in California, and thus the income from 
the subscription fees should be sourced there as opposed to Indiana.  However, the income 
producing activity-subscription fees- only occurs when the data is received in this and other 
states.  Further, even assuming that the cost of performance standard advanced by Taxpayer is 
appropriate, Taxpayer has not provided sufficient information with respect to such costs and 
accordingly has not met its burden of proof, as required under Ind. Code § 6-8.1-5-1. 
 

FINDING 
 

Taxpayer’s protest is denied. 
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